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| Lote: During July end august 1946 there was considersble
oriticism in the Chinese press aimed at the maladministration of Taiwan. The
Chiao Shun Pao even went so far as to write an aditorial entitled "Taiwan in
8 less." Then, early in September the Taiwun avthorities nlanned a carefully
conducted tour of the island for foreign newspaper correspondents. The acti=
vities of the party were closely supervised by juides or 1nterpretcrso The
fe=Time representative was assined what seemed to be a personai body guard
who becane ﬁxtrcrnlr voluble whenever the correspondent started zeiting too
S much information through her questionz. On eone occcusion, -when she ranuzed to
evade her juide on a shopping trip, even the locul police were called oubt to

1946

»

find her. st the conclusion of the tour the correspondents retwned and wrote;
at least for the loczl press, glowing accounts of the rehabilitotion of Talwmn.

This report was written to supplement the newspuper account. Only pertinent
- parts of the orizinal report are given.) . '
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1. The past yeur has witnassed :
people towurd the provineial adminis Lon, ch in erystalizing into an
antesonisn ezainst Governor CHEN Yits soministralioun.
.25X1A6a —"k}‘te. Soures B, whose prosent job e s the daily reasding of sever
Chinesae newspspers, states that the Shen hail h atincking the
Talwan wdministration, pever vet has sttucked Toverpar d Yi psrsonally.
This may bo beeause of feur of censorship or actuel altSSutigfciV"u'On with the
officials surrcunding CHEI Yi rather than with the joverabr himself.)

s8, A

2. The pesople opposing the adninistration on the i within the
jgiand and with rmliti.cal elemenss on the mal }:\, overthrow of the
: present proviueial administration of Tedvan. This rovement is zelning cone
- siderabls sround. It will not bo. surprising it the p%opl& of Taivan risc op
' asuins® Governor CHEN Yits regime in open revolt at the fivst opportunit uJ
) Ab tho same Bire the unssttled situstion in Teiwan ig &i'fording "}"-?tf?r'. For
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stion on the pert of tha Formosan
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underground activities of Commniste and Japanese who are availing themselves of
the opportunity. ES(Tyiytaln their own footheld on the island und to foment

troulle,
_ Nﬂtst_ some Teiww.use declered that there would
be popular demenstrations soon even if armed revolt is not possible. The

Taiwanese will demand independence after a ten to twenty ysar mandats under
the UN..)

‘Governor CHEN Yi receivaed his:present post in Taiwan on the strength of his
affilintion witPSX4 X®licicul Science Clique or the *Cheng Hsueh Hsi:

Hote : I 1 -housh CHEN Yi is a member of the
Poiitical Seience Ulique, he did not nsed the support of the (ligue to obiain

the oflise, because of his own political power. ) ’

Geperal CHEN Yi‘s previous rscord as rxovernor of Fukien is not wivhout stein.
buring kis term of office as gjovernor of Fukien ai the outbreak of the Sinc-
Japsness war, General CHEN Yi, being & stron, pro-Japanese militarist, colla
boreted with the Japaness Governor-General of Talwan and suppressed s larzs
number of Taiwen revolutionuary louders ¥ho soughtv refuge in Fukien ascross the
shaonel. «ith this buckzround, CHEN Yits appoinimert aroused & wave of Indig-
natien sad opposiition on the part of both the Fukienese anc the Talutnoss kabout
9 of whon are descendents of Fulkienpese), bubt his Folitiesl Soience Clique
affiiistions rmve him enouzh support to ieap his kppointment. Taiwanese leuders
are endeavoring to align themselves with ths anti-Pelitical Lecisnce Clique
elemsnts in the Chinese government agzsinst Governor 0N Yi, wvhose poor acmine
istration is & conspicuous widmess in the Llique. :

* o Isolationalism

The fundamentel mistake of Governer CHEN ¥i's administrabion in Talwen is
probably his policy of isolation- both from the neiniand and from fored wn
countries. ‘e provineial administrabion's relaifons even with the Heticns]
zovermment are more nominal than wctual. The adninistrabion is different i
nare as viell as in fact from wll of the other provincial governments of
the ccuntry. The zovernor maintains ‘his own freedom of action.

To the ire of the Chinese financisl suthorities und aconomiﬂ interests, the
= aeps the Japanene yen currency of pre-Vd days.

Rote U 2 September 1905 the ccotual Jupenese yen was officially
replaced by & now Uhinese unit of thu sume velus, according to a Central News
Avenct release on 3 Yeptember.)

The governor malntuins virtunl independence from the Lhinese national
fintncial system, and is, so far, succesaful in werding off even the Central
Bank of China's efforts to estublish a branch in Taiwan. He has schleved
financial isolation through contrel of exchunze and remittances and b refneing
to pey the loeal Taipi to the Chinese nationel currency. i.hen the Chinese
vovernmont ceci@ed to change the Oif101&1 rate of exchar*w from CHC {2020 for’

US §1 to CNC {3350 for 1S ‘l on 19 Adzust, the Finance Lowﬂn ssioner of CHEL ¥i‘e .

administration arbitrarily changed the off'icinl croass=rate of CIC {30 to

Taipi &1 to CHC L0 to Taipi $l, szainst the attempt of the national financial
authorities to maintain stabilization of the “hinsse currency uithin the country
itself.  This hus occcasioned &. dispute betwcen the national and Taiwun financial
authorities of such proportions that the ratiter bhas been referred to the
Executive Yuan.

In the other branches of the administration, such as aszriculture, industries

and mining, food supply, camnunicutions, and publie healthg Governor CHEN Yi

hasg ﬁﬂfoiStGMtl" refused to accept direct appoiintees from the ¥inistries of

the Yotional &oVﬂrnment or has hindered the work of these appointees. In

$6 0ding, he has preventes the Chinese soveroment {rom superv%s4mg the Dunstions
£ the branches of bhe inistries. PFeckuss he has alsc refused Iiunane

and technicn) assistance for the island, reconsitruction wed relati L)

past~war'uaawan is difflicult. Hven the reliel work of UNKN. sn: 7 JHIA
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given a free hand.

Nonogolx

All trading principal items of export frus Taiwan is monopolized by the
Frovingial Trade Pureau. Ascording bo officiul ssnouncements, this bureau
has been instituted to function as a purchasing end sales office for various
provinsial snterprisss. As all provineisl enterprises of any size are governs
ment-operatad, there is ne rowm left for private trading. *he Trade Buresu
alone has the use of the scanty and sporsdic sidpping facilitiss, which sre
slso under rovermment spoasorship. Lhe Commission for investigation of take-
gver proceedings has recently disclosed meny abuses of the Trads Bursaus
Note:fnurce A belisves thalb i iz no chanoe for foreipgn husinres
on the iszland &b presseut becsuss of the monopelisfice sontrel ths admiaisbtrablion
has over all industry.) : :

. [ .
Vhon the Chinese recovered Taiwan last Cotober, they found concentrated on the
islend many more industrial nlants than chose existing in sny single Chiness
province with the possible exeeption of Klangsu. about UY5% had been owned
Japanese covernuent and privete interests of the Zaibatsu clique. They passed
‘into the hands of the provineial wvdminisiration. dAccording to official fijares,
the provincial acministration's Department of Industries and Minins hes

otReRETer 195 units of industrial plunts,

ol
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the provinejal administration has
set up twenty-nine zovermment-owned companiss to operate 237 former Japanese
government and private establishments which included branches of Jepanese
trusts, subsidiary firms and independent orxunizations. The twentyenine
companies in question are:- (1) Petrcleum « cenirolling eleven Japanese
estublishrents, ineluding the Noob fuel plunt of the Japanese naval base at
Kaohsiung; (2} aluminum - controlling two plants of’ the Japenese Aluminum
Gompany at Keohsiung ( TakaO: 28-38,120-18) und - Huelienkans( XARENKO: 2£3-58,
121«236); (3} Copper = controlling two units of pleate;(L) Hlectric power -
tuking over the gigantic Taiwan power Co. which duriang the wer controlled the
Philippines, Hongkong, baleye and bust Indies electric nower plents; (8) Porge
ilizer - controlling four Jepancse establishments for chemical fertilizer;

-

(6) Caustic soda = cperatin: four Japanese plsnts; (7) Shipbuilding ~ controle

o2

ling three shipbuilding and dry-dock estublishments; (8) Paper - embraning seven
nills; () tuzar< controlling sixteen lurge mills which hold teg ner cent of
the arabvle land of Taiwan ia suser-cene Hlantations; {10) Cement - with eleven
Japenese firms assigned to ity {11) Conl mining - apersting eleven Japansse
establishments; (12) Spinning and weaving. = covering seven Jeapenese Tirms doal-
ing with cotton and other fibres; (13) Pottery - controlling two firms which
spocialized in meking bricks, ceramics, ete. ; (1L) Giass - controlling eighi
plants 3 (15) Oils and fats - operating seven plants ; (16) Electrical ensin-
eeriny ~ embracing all eswublishments engured in telecomwmunications manufacbure
and dry buttery manufucture; (17) Prirting - covering the manufacture of printe
ing ink, and photo engraving plants; (18) Iren works - controlling twentyetwo
plants, including machinery and machine fool fuctories; (19) Steel and iron
foundries ~ controlling five nlents, including those for salvazing scrap iron;
{20) Chemical engine@ring = including & rubber factory; (21) Construetion -
including a road-building firm anc four of the Japunese "domei”, s type of
wartime cooperative; (2%) Fishery - including si:ipyards for the construction of
fishing vessels, and & processin; plant; (2L) Tea- controlling seven planis,
including-a large iitsubishi unit in Taipeh; (&25)insapple - controlling a
number of plants engazed in processing of canned pineapples, in which industry,
before the war, Tuiwan raunked third in the world, after Hawaii and lalayas
{26) snimal husbandry and canning- controlling saventeen establishments,
including; those engaged in making milk-pouder; (27) arricultural products -
controlling thirteen estallishments for ,.r ccessing seneral agrienltural productas
(28) Forestry producits - controlling eleven estublishments, including luaber mille

Note: Source A stated that these saw-mills, like most on the islend,
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are quite modern.) (29) Fharmaceutical procucts - controlling ten factories.

11. The production rute of all of these enterprises is, however, only 10%-20% of
normales  The majority of the nills and plamts are left idls, as the proVincial
adninistration hes done nothing to revive or develop them. *he pattern of
action adopted by the authorities is to appoint a "supervisor" to sach of
the estoblishments,who is usually not technically qualified and inefficient,

! serving only as a symbol of authority of the new resime.

T A

12. BZven in the cases of the few enterprises in which production is econtinued
the provineial administratlion, through its supervisor, leaves much of the
managerient still in thé hands of the orizinal Japanese staff. Thus, these
Japanese who ere retuined as "technicians™, continue to lord over the Taiwaness
empldbes and workmen. This stute of uffairs was particularly true in the large
utility companies anc the railways months after teke-over, and has given cause
to & wave of indi nution among the local populuace,

LEK L A

égriculﬁural Crisis

13. The major portion of the populution of *aiwan is rural. The present resime

has donewothing to assist the farmers in matters of seeds, impleysubs and

supbly of fertiliser. During the Japanese domination, some 250,000 to ! 00,000

tons of chemical fertilizer wus imported into Taiwan euch year for the suzer,

rice and other plantutions; but since the CHEN Yi regime was installed in

office a yenr %§§X15Eéy about 5,000 tons of fertilizer havsbeen nhippad %o
25X1A6a the island. ;
‘ _ ?40%3_ the fertlilizer shipped in by UNRRA wus
taken over by the government an: sold at exhorbitant prices.)

R

T A WL ST

4. buring the war years, the rice stock of Taiwan was depleted by shipments to
Japan. Taiwan faced an acute rice shortuge becauss of the poor crops last
vesr. Rice pr lces udvanced from less than ons dollur, locel currency, per
pound, to as much as uver thenty doliurs per pound.

15, Then, 8 numter of  new texes have been introduced. 1% is recently ascertained
that texaticn is so heavy that land-ouners and ordinary farmers would prefer.
to egbundon their land wn. crops because the value of these is not sufficient
to cover the vurious taxes imposed. 1n some distriots, the people huve
openly and rebellicusly refused to pay the texes, risking prosecution wzainst
bankruptey.

— %

* Japanose Repatriution and Undersround Net

]
-

6. fAecording to figures releused by the Taiwan Frovincial Aadministration, a “otal
of 154,826 Japanese, 165,538 Japunese POW and 209,188 Jupunese civilians, were
atill in Teiwan at the end of april 1946, Sone 27,000 Japanese ure now retuained

- ©_as "technicians” and speciully gualified professional men. .
25X1AGa Bl voto: Source A stuted that there are still 22,000 Japanese in Taiwan.)

17« Granting that the official fisures are corract, the 27,000 retained represent
a lerge number of Japanese holding key positions irn official or;anizations,
public utilities, importent industries, and even on newspapers., ©The Taiwan
people have always arjued that the majority of these retaired Japanese should
be replaced by oguslly qualified persons from the local populace or Chinese
frowr the mainland. '

LUt e RE RRET T

18. The retained Japanes: also include many active underzround Japanose, some of
whor have been recently arrosted after their activisies had heen exposed. Fut
larze sections of the entire net still remain unmolested., 1% is common Lnow-
led;e that before %the Japunese left on repatriation ships, they hold mass
meetings among their own groups, making speeches and confiding to their olose

’ CO/fﬁunTz a4
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Taiwanese friends and employees that they weuld come back in two, three, or
ten years to take things over again fron the Chinese. The locul polics never
bothered to investiy sate or intervene at such am.uhcr-n,gs.

The more serioua situution, however, lies in the conceaulr.ent of arms, anmusd-
tion and other military supplies of the former Japanese m*]itarv forces stabtionsd
on the island. 4As Taiwan was the important base of their ' 'southward novernent”,
the Japanese concentrated on the island unusually larze quantities of such
supplies; which were practically intact when Jupan's quick swrrender took
place. Yo, when the Chinese %ook over the island, they accounted for a relu~
tively smell quuntity of the equipment. The provinecial administration has
sever annownced ite findings in this connection, despite public demund Por «
clarification of the situation. a8 a matbter of fact, the tuke-over officiuls
were too much occupied with the seizure of public properties and remunerative
enterprises %o keep a olose watch on the subversive activities of the Japansse.
althousn it is an open secret in Taiwan that arms and armunition have boen
buried uaderground, a tow lots having ectually been unsarthed, no real eifert
has been mude sv far by the authorities to investipate the matter thorou;hly.

The mountains of the island are still inhebited by tribes of aborzines, who
numbor about 140,000 according %o & cnnsus compiled in 1940, These nautives
were tausht in Jepanese customs and educated in scheols speeially maintained
by the Japanese colonial _overmment in the mountainous reziors. The indoc-
trination of the aborigines was done so woll that the natives have become
Jdepanese in every wa}? Some of the tribesmen even intermarried with Japanese.
mamm 25X1X6 )
As soon as news of Jepanvse surrendesr vus confirmed, the Tajwun colonial rovern-
ment lost no time in sendin; importunt military equipment to the mountuins
inhabited by these nutives and-to other pre-plunned centers of conceulment.
A skeleton force of military experts went to the tribes and, disguised as -
natives, continued %o operste after the majority of ihe Japanese military forces
hud been repatriated. These Jupanase are still in the districts adjacent to
the mounteins; their moverents arc neither stopped nor investi: a+ed by the
rovernment authorities. They roan around the countryside in bunvs, fully
arned sand in uniform. Tnanr nuuber 15 estiated to be from 2,00060 5,000.
Another loophole of the repatriatiovn scheme nuy be found in the question of
naturalizetion. uring the Japanese re:ime, many Formosens changed their
Chiness names inte Japaness. These opportunists attempted to restore their
Chinese names &s soon Jupun surrendered. The nrovincial administration under
CHEN Yi prosluined & s&t of rules to facilitete and lesslize such naturalizae
tion eases. Porscns with Jupaneso names could have thom changed into Chinese
without much difficulty; the authorities demanded only» & "shop guerantee”
8uch & guarantee is not difficult to jet, especially since the person concernsd
may be the reul owner of the shop in quesvion. In tnis way, many Japanese

have aveided repatriation.

From the recent case of the "spy ring" arrest in Taiwan, in which a former
exacutive of o leading Jupanese newuspaper, retuined as editor of a new daily
purlished b; the Kuomintangz, vwas irpliceted as the lisison of the ring, it is
evident that the Japunese underground net in Tauiwan Is ulgse in close contunt
with that on the muinland und in Japun.
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Cormuniste in Taiwan

a5 far as san Le asecertainad, the nusber of Cow infiltrated
into Teiwan has steudily ineressed iln rasent mon nunists are now
chiefly enjuzed in dissominating propagande in tha rarwl stricts. leanwhile,
along .h& Cihina coagt thers are a large nanber of iclete ch serve s hideouts

of pirutes and other unviuly elenents, laclud # 0l forper mercenary troops
who collaborated with the Jupunese. Doth the Jupuness uaderground orsanization
and the Comnuists are attemphing to "line up” the pirates aidd other unruly els-
nents along the South China coaste The Communisia are also reported %0 be trying
Lo buy arms and armunition from these unnruly elements to be smugsled to Taiwer

in small junks under cover of derkness. This wey indicete that ths Communigts

in Tuiwan have gained enocu h Poobhold to werrant acquiriag military equipment,
althouzh on a limited scals.

Crime wave
e

on has nav
~uble el

arodone any _thing either to

iz suts or S0 reund up kideon
d=ups and Crdnadpin, are i‘reqven‘{. acour=
the provincisl cepitel. Hecently & mum~
1 A

Apparently the provineial sdministratioc
purge the rurul districis of ell undss
arrnise As & result; orimws such as hel
rences even in the streets of Talpen,
ber of adninistration officials were oyonly wssoullisd in bhroud day-lizht. The
pelioe foreas are insrensingly challerngsd Ly arred sangsters. Handiills
denounciny il Yils adninistration are found at nw v sireet corners snd even
on the window of the Tovernor's own cur.
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